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AGENDA DATE: November 9, 2010 

TO: Mayor and Councilmembers 

FROM: Accounting Division, Finance Department 

SUBJECT: Fiscal Year 2011 First Quarter Interim Financial Statements 

RECOMMENDATION:   

That Council accept the Fiscal Year 2011 Interim Financial Statements for the Three 
Months Ended September 30, 2010.  

DISCUSSION: 

Each month, the Finance Department submits interim financial statements to Council, 
which show the progress of revenues and expenditures, in relation to budget, for each 
of the City’s funds (Attachment 2).  Each quarter, the interim financial statements are 
expanded to include a narrative analysis of the General Fund and enterprise funds 
(Attachment 1).  The information in this report will be discussed with the Finance 
Committee on November 9, 2010. 

This report covers the first three months of the fiscal year, and it is premature to make 
any solid projections for the year; however, the sharp decline in revenues over the past 
two years appears to have ended.  Revenues were budgeted conservatively and, at this 
time, it appears that revenues will exceed budget by fiscal year-end.  Expenditures 
appear to be within expectations at September 30 and most of the expenditure 
variances are timing differences that will diminish throughout the year.  Significant 
variances are discussed in Attachment 1. 

ATTACHMENTS:  
1. Interim Financial Statements (Narrative Analysis) 
2. Interim Statement of Revenues and Expenditures – Summary by Fund 

 

PREPARED BY: Rudolf J. Livingston, Accounting Manager 

SUBMITTED BY: Robert Samario, Finance Director 

APPROVED BY:  City Administrator's Office 
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3-Year Variance
YTD Average Prior Yr

Annual YTD YTD YTD Percent Bench- Prior Year To
Budget Budget * Actual Variance Rec'd mark YTD Actual

Sales & Use Tax 16,714,359$      3,349,558$       3,312,671$       (36,887)$         19.82% 20.04% 3,217,116$        3.0%
Property Tax 22,790,000        -                       -                       -                      0.00% 0.00% -                         0.0%
UUT 7,040,000          1,782,528         1,817,174         34,646             25.81% 25.32% 1,760,166          3.2%
TOT 11,157,000        4,024,330         4,295,569         271,239           38.50% 36.07% 3,880,775          10.7%
Bus License 2,168,000          363,790            414,774            50,984             19.13% 16.78% 392,038             5.8%
Prop Trans Tax 358,100             117,636            99,093              (18,543)           27.67% 32.85% 90,014               10.1%
    Total Taxes 60,227,459        9,637,842         9,939,281         301,439           16.50% 16.00% 9,340,109          6.4%

License & Permits 194,000             48,500              27,122              (21,378)           13.98% 25.00% 42,540               -36.2%
Fines & Forfeitures 2,909,069          727,267            661,693            (65,574)           22.75% 25.00% 796,880             -17.0%
Franchise Fee 3,266,000          757,385            767,154            9,769               23.49% 23.19% 709,716             8.1%
Use of Money & Property 1,270,150          317,538            300,540            (16,998)           23.66% 25.00% 458,832             -34.5%
Intergovernmental 1,584,733          396,183            254,755            (141,428)         16.08% 25.00% 125,354             103.2%
Fee & Charges 20,101,869        5,025,467         4,841,054         (184,413)         24.08% 25.00% 5,205,066          -7.0%
Miscellaneous 8,891,660          2,222,915         2,386,323         163,408           26.84% 25.00% 2,628,866          -9.2%
    Total Other 38,217,481        9,495,256         9,238,641         (256,615)         24.17% 25.00% 9,967,254          

Total Before Budgeted 
Variances 98,444,940        19,133,097       19,177,922       44,825             19,307,363        

Anticipated Year-End Var 1,248,429          312,107            -                       (312,107)         0.00% 25.00% -                         0.0%
Budgeted Labor Concessions 2,367,748          591,937            -                       (591,937)         0.00% 25.00% -                         0.0%
Total Budgeted Variance 3,616,177          904,044            -                       (904,044)         -                         

Total Revenues 102,061,117$    20,037,142$     19,177,922$     (859,220)$       18.79% 19.63% 19,307,363$      -0.7%

* YTD Budget for Taxes is calculated based on a 3-year average of collections for each revenue source; for all other revenues, YTD Budget is calculated on a
  straight-line basis based on the number of months elapsed.

Prior Year Analysis

Current Yr

Summary of Revenues

GENERAL FUND
For the Three Months Ended September 30, 2010

Current Year Analysis

General Fund Revenues 

The table below summarizes General Fund revenues for the three months ended September 
30, 2010. For interim financial statement purposes, revenues are reported on the cash basis 
(i.e. when the funds are received).  The table below includes the budgeted totals as well as the 
year-to-date (YTD) budget, which for tax revenues and franchise fees has been seasonally 
adjusted based on a 3-year average of collections through the same period. Because tax 
revenues are not collected evenly throughout the year, adjusting the year-to-date budget to 
reflect the unique collection pattern of each type of tax revenue enables a more meaningful 
comparison to year-to-date results as shown in the Year-to-Date Actual column. For all other 
revenues, the Year-to-Date Budget column represents 25% (3 months out of the 12 elapsed) of 
the annual budget column. Unlike tax revenues, these revenues tend to be collected more 
evenly during the year. 

Attachment 1 
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After only three months of activity, it is generally difficult to project with any degree of certainty 
where revenues will end the year.  After significant revenue declines over the past two fiscal 
years, revenues appear to be starting to stabilize.  Variances in some of the City’s major 
revenues are discussed below. 

Sales and Use Taxes 

Sales tax revenue ended the first quarter approximately $37,000 below the YTD budget on a 
cash basis.  However, the revenues received through September 30, 2010 are primarily 
payments of sales tax revenues earned for the quarter ended June 30, 2010.  Sales tax 
payments for the first three months of the year will not be received until mid-December but it 
appears that these revenues have begun to slowly improve after two years of declines.   

Property Tax 

Property taxes are received in December and April of each year after the December and April 
property tax installments are due from property owners. As such, we do not usually receive any 
payments until after the first quarter. The City did not receive any property tax payments in the 
first three months of this year.  

Transient Occupancy Tax 

TOT revenue was approximately $271,000 (2.4%) over the YTD budget at September 30.  TOT 
revenues have grown from prior year amounts each month since January 2010 and are 10.7% 
above revenues for the first quarter of last fiscal year.  These revenues are expected to continue 
their steady growth and surpass budgeted revenues by approximately 3-5% by year-end.  

Intergovernmental 

One of the largest components of Intergovernmental revenue is mutual aid reimbursements 
received by the Fire Department.  These revenues are generated when the Fire Department 
provides mutual aid assistance to other locations throughout the state. The City is reimbursed 
for the actual costs of providing assistance, plus an overhead factor to provide the service.  
Intergovernmental revenue is approximately $141,000 (9%) behind the YTD budget; however, 
the YTD budget is high because of high Mutual Aid revenues in FY 2008 and FY 2009. The Fire 
Department budgeted $1.25 million in mutual aid reimbursements for the year.  It is virtually 
impossible to project if these revenues will meet budget during the year because of the 
unpredictable nature of this revenue source. Last year’s mutual aid revenues were 
approximately $1 million under budget. 
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General Fund Expenditures 

The table below summarizes the General Fund budget and year-to-date expenditures through 
September 30, 2010. The Annual Budget column represents the amended budget, which 
includes appropriation carryovers from the prior year, as well as any supplemental 
appropriations approved by Council in the current year. 

As shown below, a year-to-date budget (labeled “YTD Budget”) column is included. This 
represents 25% of the annual budget to coincide with 3 out of 12 months in the fiscal year 
having elapsed. Unlike revenues, where the collection rate during the year is often seasonally 
affected, salaries & benefits and many other expenditures tend to be incurred fairly evenly 
throughout the year. 

The annual budget of $102.3 million is a $2.5 million reduction from the $104.8 million budget in 
the prior year.  The year-to-date budget is $25.6 million (25%) at September 30.  Actual 
expenditures of $26.8 million resulted in an unfavorable variance of $1.2 million (1.2%) at 
September 30. 

As of September 30th, all but three departments exceeded their YTD budget. This is primarily 
due to the timing of payrolls in the first three months of the year.  To date, 7 of the 26 annual 
payrolls (26.2%) occurred while only 25% of the year elapsed. This is a timing variance that will 
even out throughout the remainder of the fiscal year and salary and benefits expenditures are 
anticipated to end the year under budget.  All departments will be within legal appropriations 
limits at year-end. 

Police Department expenditures were approximately 1.6% ($542,000) above the YTD budget at 
September 30.  Approximately $225,000 of this variance is due to overtime costs for special 

Variance
Annual YTD YTD Without Encum-

Department Budget Budget Actual Encumbrance brance $ %

Mayor & Council 686,819$            171,705$         179,880$         (8,175)$            2,098$           (10,273)$         -1.5%
City Attorney 1,867,900           466,975           543,568           (76,593)            -                 (76,593)           -4.1%
City Administrator 1,799,157           449,789           509,537           (59,748)            30,462           (90,210)           -5.0%
Administrative Svs. 1,641,770           410,443           371,846           38,597             45,480           (6,884)             -0.4%
Finance 4,189,067           1,047,267        1,064,922        (17,655)            13,163           (30,818)           -0.7%
Police 33,287,862         8,321,966        8,863,557        (541,592)          246,283         (787,875)         -2.4%
Fire 21,441,666         5,360,417        5,712,429        (352,013)          84,800           (436,813)         -2.0%
Public Works 6,571,047           1,642,762        1,629,329        13,433             110,719         (97,286)           -1.5%
Parks & Recreation 12,885,815         3,221,454        3,539,206        (317,752)          184,021         (501,773)         -3.9%
Library 4,170,380           1,042,595        958,595           84,000             20,018           63,982            1.5%
Community Dev. 9,960,413           2,490,103        2,372,270        117,833           65,893           51,940            0.5%
Non-Departmental 3,764,520           941,130           1,051,013        (109,883)          -                     (109,883)         -2.9%
    Total 102,266,416$     25,566,604$    26,796,152$    (1,229,548)$     802,937$       (2,032,485)$    -2.0%

% of annual budget 25.0% 26.2% -1.2% 0.8% -2.0%

Favorable
(Unfavorable)

Variance With Encumb

SUMMARY OF EXPENDITURES
GENERAL FUND

For the Three Months Ended September 30, 2010
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events such as July 4th and Fiesta celebrations which occur in the first quarter.  Fire Department 
costs were approximately 2% over the YTD budget due to salaries & benefits.  Minimum staffing 
overtime was approximately 10.1% percent over the YTD budget, primarily due to covering 
shifts for firefighters who have been out on medical leave. This situation will be monitored 
throughout the year and an appropriations adjustment will be requested later in the year if it is 
deemed necessary.  

It is not unusual for Parks and Recreation expenditures to exceed the year-to-date budget for 
the first quarter because of the summer camp programs that occur in the department. Non-
departmental expenditures usually exceed the year-to-date budget at September 30 because of 
semi-annual debt service payments that are made when due in September and not ratably 
throughout the year. 
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Enterprise Fund Revenues and Expenses 

Unlike the General Fund, which relies primarily on taxes to subsidize programs and services, 
Enterprise Fund operations are financed primarily from user fees. The table below summarizes 
Enterprise Fund revenues through September 30, 2010, with a comparison to budget and prior 
year. Note that the “YTD Budget” column has been calculated based on a 3-year average 
collection rate through September 30th. This rate, which is shown as a percentage in the “3 Year 
Average” column, has been applied to the annual budget amount to arrive at the Year-to-Date 
Budget. This approach is used in recognition that enterprise fund revenues, like General Fund 
tax revenues, are seasonally affected and are not necessarily received evenly throughout the 
year.  After only three months of activity, it is generally difficult to project with certainty where 
revenues will end the year.   

As shown below, most enterprise fund revenues are within one percent of the YTD budget.  
Only the Airport and Golf Funds had revenue variances of more than one percent from the YTD 
budget.  These revenue variances will be discussed below. 

Annual YTD YTD YTD YTD 3 Year YTD %
Budget Budget * Actual Variance Percent Average Actual Variance

Water Fund

Revenues 34,632,686$       10,313,614$      10,047,997$    (265,617)$         29.0% 29.8% 10,284,372$     -2.3%

Expenses ** 35,669,711         8,917,428          8,106,415        811,013            22.7% 25.0% 8,134,138         -0.3%

Wastewater Fund

Revenues 14,985,411         4,032,574          4,060,456        27,882              27.1% 26.9% 3,992,192         1.7%

Expenses ** 18,916,345         4,729,086          4,175,735        553,351            22.1% 25.0% 3,106,338         34.4%

Downtown Parking Fund

Revenues 6,689,440           1,681,056          1,652,303        (28,753)             24.7% 25.1% 1,737,513         -4.9%

Expenses ** 7,363,740           1,840,935          1,530,484        310,451            20.8% 25.0% 1,764,058         -13.2%

Airport Fund

Revenues 13,065,477         3,076,920          3,343,357        266,437            25.6% 23.6% 3,122,196         7.1%

Expenses ** 13,134,132         3,283,533          2,748,419        535,114            20.9% 25.0% 2,644,434         3.9%

Golf Fund

Revenues 2,049,194           569,061             546,313           (22,748)             26.7% 27.8% 535,909            1.9%

Expenses ** 2,060,811           515,203             615,125           (99,922)             29.8% 25.0% 737,360            -16.6%

Waterfront Fund

Revenues 11,762,974         3,425,378          3,326,858        (98,520)             28.3% 29.1% 3,436,120         -3.2%
Expenses ** 11,850,433         2,962,608          2,495,306        467,302            21.1% 25.0% 2,378,923         4.9%

* The YTD Budget column has been calculated based on a 3-year average collection rate through September 30 which has been
  applied to the annual budget.

** Expenses include encumbrances at September 30

SUMMARY OF REVENUES & EXPENSES
Three Months Ended December 31, 2010

ENTERPRISE FUNDS

Current Year Analysis Prior Year Analysis
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Enterprise fund expenses through September 30, 2010, with a comparison to budget and prior 
year, are also summarized in the table on the previous page. The column labeled “YTD Budget” 
represents 25% of the annual budget column.  Although many expenses tend to be incurred 
somewhat evenly throughout the year, there are some notable expenses that do not. These 
expenses, such as debt service and capital projects, can create significant temporary variances 
from the YTD budget at certain times during the year. 

The table does not include outstanding encumbrances as of September 30, 2010, as their 
inclusion can significantly distort the analysis of expenditures after just three months. 
Outstanding encumbrances include appropriations that were carried forward from the prior year 
as part of the appropriation carryovers and contracts or blanket purchase orders that have been 
added in the current year but are expected to be spent over the coming months.  

Expenses in all enterprise funds, except the Golf Fund, are under the year-to-date budget at 
September 30, 2010.  As previously noted, there is a timing variance for salaries & benefits at 
September 30th.  However, this temporary variance has been offset in most enterprise funds by 
position vacancies, encumbered but unspent costs for supplies and services, and debt service.  
These temporary variances in budgeted costs are expected to lessen throughout the remainder 
of the fiscal year.  It is too soon in the year to make detailed projections on budget variances 
during the remainder of the year.  However, expense activity is closely monitored by staff and 
annual projections are revised as necessary.   

The following discussion highlights some of the more significant revenue and expense 
variances of the enterprise funds, in relation to budget or prior year. 

Water Fund 

Water Fund revenues were approximately $266,000 below the year-to-date budget as of 
September 30th; however, this is only a variance of -0.8%. Of the $34.6 million in budgeted 
Water Fund revenue this year, approximately $30.4 million (87.6%) is derived from charges for 
metered water service.  Metered water sales were approximately $248,000 (-0.8%) below the 
seasonally adjusted budget and accounted for most of the overall negative revenue variance in 
the fund.  Consumption is the primary factor impacting metered water revenue variances and is 
somewhat dependent on weather conditions.  The summer was relatively mild this year and we 
will need to wait until after the rainy season to determine where revenues will end up at year-
end. 

Expenses for the Water Fund were 2.3% under the YTD budget but in line with expenditures for 
the first quarter of the prior year.  The YTD budget variance is primarily the result of the timing of 
semi-annual debt service payments and encumbered but unspent costs for materials, supplies, 
and services.  These variances tend to even out as we get further into the fiscal year. 

Wastewater Fund 

Wastewater Fund expenses were $553,000 (2.9%) below the YTD budget through the first three 
months of the year.  Approximately $338,000 of the variance is related to the timing of debt 
service payments.  The remaining variance is primarily due to materials, supplies and services 
that will be utilized throughout the remainder of the year.  Year-to-date expenses are almost 
$1.1 million higher than those from the first quarter last year due to an increase in budgeted 
capital outlay transfers that will be used to fund capital improvements to the wastewater system. 
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Downtown Parking 

Downtown Parking Fund expenses were approximately $234,000 (13.2%) below prior year 
expenses due to a budgeted reduction in capital outlay transfers in the current year.  Capital 
improvements vary from year to year and the improvements planned for this year are lower than 
those in the prior year. 

Airport Fund 

Airport Fund revenues are approximately 2% ($266,000) ahead of the YTD budget at 
September 30 and approximately 7% ($221,000) ahead of revenues for the first quarter of the 
prior year.  Conservative budgets contributed to the favorable YTD budget variance but the 
positive variance is also partially due to operational factors.  Passenger counts have been 
steadily increasing in the first quarter from those in the prior year, with increases ranging from 
2.4% to 5.4% per month.  Additionally, Non-Commercial Aviation revenues are ahead of the 
YTD budget, primarily due to positive variances in self-service fuel sales ($3,800) and general 
aviation landing fees ($47,000).   

Golf Fund 

Golf Fund revenues were approximately 1.1% below the YTD budget for the first three months 
of the year; however, revenues are slightly higher than those for the first three months of the 
prior year.   Fees for golf rounds and gift card sales were in line with the YTD budget but rents 
and investment income were approximately 3.3% and 6.8%, respectively, below the average 
collection rate through the first three months of the year.  The weak local economy has had a 
negative impact on the number of rounds played and the percentage rents received by the Golf 
Fund for the pro shop and Mulligan’s restaurant.  The golf course is implementing an updated 
marketing approach and special pricing to increase the number of rounds played and increase 
revenues.   

Golf Fund expenses were 4.8% ($100,000) over the YTD budget at September 30th primarily 
due to the timing of payroll expenses thus far in the year.  This will even out over the remainder 
of the year and no adjustments to appropriations are anticipated at this time. 

Waterfront Fund 

Waterfront Fund revenues are slightly less than 1% ($99,000) below the YTD budget at 
September 30 but approximately 3.2% ($109,000) below prior year revenues for the same 
period. This negative variance is primarily due to revenues for slip transfer fees and parking 
revenues coming in lower than anticipated. Slip transfer fees were up to historic normal levels in 
the first quarter of last fiscal year but have been significantly lower since then.  They have been 
tracking in line with the sub-par housing market in the area and are not anticipated to 
significantly improve in the near future.  Parking revenues were down in all lots and this has 
been attributed to the cold and foggy weather at the Santa Barbara beaches this summer.   

Waterfront expenses were approximately $467,000 below the YTD budget at September 30 but 
$116,000 above expenses for the same period in the prior year.  The current-year variance is 
temporary due to planned materials, supplies, and services expenses that have been 
encumbered but not spent.  These are expected to be consumed throughout the remainder of 
the fiscal year.  



jhopwood
Text Box
Attachment 2






































	1.DOC
	2.DOC
	3.PDF



